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7 July 1976

MEMORANDUM FOR; Inspector General
£ Deputy Director for Administration
General Counsel
Comptroller
Intelligence Commmity Staff

STATINTL  Fow; N
cting Legislative Counsel

SUBJECT': CIA Relationship with GAQ

REFERENCE: | Memorandum for IG, GC, DDI, DDA; Subject: Analysis
of Existing and Proposed GAO Authorities to Audit
the CIA, dated 13 June 1976 (OLC 76-1649)

1. The issue of GAQ authority to audit the expenditures of the
CIA was the subject of discussions between Senator Inouye and Mr. Knoche
during the 23 June 1976 confirmation hearing (attached). You will note
that Senator Inouye specifically asked Mr. Knoche to be in touch with
GAO to discuss guidelines for the possible resumption of GAO audits.

2. This memorandum addresses the need- for a definitive posture
preliminary to contacting GAO. In anticipation of such refocusing on
the GAO issue, this office recently provided you referent.

3. It appears that the major issues to be addressed are:

a. Is the Agency prepared to recommend Tesumption
of the pre-1961, limited GAQ audits of the CIA, or some-
thing more extensive?

b, 1f a more limited audit procedure than that
conducted by GAO of NSA and FBI is recommended, we
nust be prepared to justify fully the rationale for
such an approach, in light of the enviromment of
1976, not 1961 (e.g., the existence of an intelligence
oversight committee and the Congressional Budget Act
of 1974).
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c. Precise guidelines for whatever audit procedure
is recommended must be developed.

d. The necessity to avoid having to deal with GAO
as a quasi-independent oversight agency.

e. The recent, and probably continuing, legislative
initiatives (Section V.G. of reference) to require
congressional review of wmvouchered funds expenditures
by Federal agencies.

f. The recommendations by both the Pike Committee
and the Church Committee that GAO be empowered to audit
fully all intelligence agencies.

4. We would appreciate your recommendatlons by 13 July as
to how best to approach this pr

STATINTL
on the major issues involved.

Attachment:
As stated
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ot those, ond [ Chink the full answer Lo bhat

has Lo cowe Zron
aelsovhere within the exccutive. Bul I corteinly in principlo
have no objection whatsoever Lo thalt being 'Lu.\_ case.

g :

% The Chairman.  Since 1961 the GAO has not audiitced the
expenditures of the CIA. Specially cleared Gi0O auditors are
now auditing NSA expenditures; others will have access to PRI
materials,

Arc you willing to»let specially clearéed eméloyees of the
GAO, the inveétigating arm of Coggresq, have access to all
CIA materials on expenditures?

Mr., Knoche. fThat is a thing certainly worth considering,
Scnatér, and ¥ don't have any personal objection to that
whatsoever. T think working with thig Committec and others

Y [

. » : . NS ardinsig
that might be formed of a somewhat similar cliztd /c/)r‘ the

House side, that we would want to work togethoer to develop some

guidatines oy thal.

T oan not at all sure what happoens in the case of GAQ

Lilw A
veporbing as Lo whai Oxtent Lholy findings and racowmendations .
arce o cvailable across the board Lhrough the entirve Congress.

There will bhe some sensitivity, sone secrecy that oltachaes to

any =usc o GA0 study, and the mannery in which that. is controlled

S 4

and Loovsod within the propoerly constibuted oversight auchoviiio:

Ol tho Joograss iy somebhing thal ve would vant to consulr

ol
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1o The Cleaivman.  Prior Lo 196l Gao did aadit yovr Loolis.

.;:J- :; Did :)L FPreve 1dc!:°{ Rgl?aie 2002/93{%3\0& FIA-RDRS ,'99*7(??‘99,({1(99%0897‘:'?(:Le)

% Fir. l{noché. L gave us no particulav pain, but T think
A the head of the (;1'\0 had sone difficulty with it. One of the
5 things that conflicts a bit with the GAO's clhax:'l:er is the

6 statutory responsibility of the Divector of CIA Lo protect

0 ' sources and methods, cm.d T think that if the Congress in its

g I wisdom wanls Lo employ the GAO to go into the intelligence

9 | world, thalt we need to develop some gui.cleline‘s as to how we
1 .
10 can work cul the proper arrangements there.
11 he Chairman. May 1 request throungh you that the CIA
12 and its eppropriate officials get together with GAO and ccne
1% up with suggested guidelines that we can look over?
Lo | Certainly, sir.
1_ .
15 The Chairman. ‘The Hughes-Ryan amendment provides foxr
e presidential certification that the covert actions undertaken
1y by i}lixe United States are important to the national sccg‘rity.

w The law also requires that the appropriate Congressional

19 | committces be briefed on all covetrt actions, nob just maJor

o projects.
A,
o ! Can you assure the Committee that it will be notified of alil
2 4,
o covert aclions?
2
1
s | rr . ¥noche.  Yes, Mo, Chairvwman, I think that working with
t} Il L - v l - . - ™ 1 3 1
or § e Cornittee ernd the stalfl, Ii' we can develop ways Lor doing
< iy
|
o that i wa ordarly and 1egular kind of way. There are a mushoX

i
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